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E.O. 11652: NA 
TAGS: EFIN, EEC 

SUBJECT: FOREIGN REGULATIONS OF FOREIGN BROKERS AND UNDERWRITERS 
REE: STATE 079749 

1. SUMMARY: THE REFTEL IS CORRECT THAT BROKERS ARE EXCLUDED 
FROM THE EC COUNCIL DIRECTIVE OE JUNE 28, 1973, ON THE ABOLI- 
TION OF RESTRICTIONS ON FREEDOM OE ESTABLISHMENT AND PROVISION 
OF SERVICES. THERE IS NO COMMUNITY- WIDE LEGISLATION OR REGULAT- 
ION IN FORCE AT THIS TIME GOVERNING EITHER EC OR THIRD-COUNTRY 
BROKERS AND THEIR ACTIVITIES. A WORKING GROUP IS STUDYING 
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EC COUNCIL IS CONSIDERED AT LEAST THREE YEARS AWAY. END SUMMARY. 

2. THE EC COUNCIL EXCLUDED BROKERS EROM THE DIRECTIVE ON 
EREEDOM OF ESTABLISHMENT BECAUSE IT BELEIVED REGULATIONS 
GOVERNING THEIR ACTIVITIES WITHIN THE COMMUNITY SHOULD BE 
HARMONIZED BEEORE BEING BROUGHT UNDER THIS DIRECTIVE. THE 
REFTEL IS ALSO CORRECT THAT BROKERS ARE TO BE THE SUBJECT 
OE A EUTURE DIRECTIVE. A WORKING GROUP ON EINANCIAL INTER- 
MEDIARIES HAS BEEN ESTABLISHED TO DISCUSS SUCH A DIRECTIVE. 
ALTHOUGH THE GROUP HAS MET TWO OR THREE TIMES, IT HAS EN- 
COUNTERED DIEEICULTY EVEN IN DEEINING THE SCOPE OF 
APLICATION OF SUCH A DIRECTIVE-FOR EXAMPLE, WHETHER OR 
NOT IT WOULD BE LIMITED TO ACTIVITIES AT STOCK EXCHANGES. 

3. ACCORDING TO COMMISSION OEEICIALS A EUTURE DIRECTIVE 
WOULD PRESUMABLY INCLUDE SOMETHING ON THEIR-COUNTRY 
BROKERS, THOUGH THIS QUESTION HAS NOT YET BEEN DISCUSSED 
IN THE WORKING GROUP. IN ANY CASE, THESE OFEICIALS ASSUME 
EULLY-ESTABLISHED THIRD-COUNTRY BROKERS (AS DISTINCT FROM 
BRANCHES) WOULD FAL WITHIN THE PURVIEW OE THE DIRECTIVE 
AS THEY DO IN THE CASE OE THE DIRECTIVE ON FREEDOM OE 
ESTABLISHMENT. THIS IS SO BECAUSE IT WOULD BE JURIDICALLY 
IMPOSSIBLE UNDER THE TREATY OE ROME TO DRAW A DISTINCTION 
BETWEEN FULLY-ESTABLISHED THIRD-COUNTRY BROKERS AND LOCAL 
ONES. 

4. A DRAET DIRECTIVE MIGHT ALSO INCLUDE A CHAPHTER ON 
BRANCHES-EOR EXAMPLE, SETTING EORTH MINIMUM CAPITAL 
GUARANTEE REQUIREMENTS. 

5. COMMISSION OFEICIALS EMPHASIZE THAT DISCUSSIONS ON A 
DRAET DIRECTIVE ARE PROCEEDING SLOWLY AND THAT IT WILL 
PROBABLY BE AT LEAST THREE YEARS BEEORE A DRAETMIGHT BE 
READY EOR CONSIDERATION BY THE EC COUNCIL, WHICH IN TURN 

MIGHT REQUIRE A FEW MORE YEARS TO APPROVE THE PROPOSAL.GREENWALD 
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